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10 March 1967 


Subject: Contract | 1 (657 )-128L3 & -1284.6 (CPC 3c Follow-On EMR) 

Spares Procurement Effort, Management Proposals for 

Reference: (a) Contractor Correspondence of 9 January 1967 
(bl Negotiation Conference of 3 March 1966 

Dear Chuck: 


The contents hereof are submitted in further substantiation of 
the validity of this Contractor's Management Proposal (s) for 
Spares Procurement effort under each of the subject contracts, said 
Proposal (s) as submitted for Contracting Officer evaluation under the 
referenced (a) correspondence. 


To repeat that which has been previously stated this Contractor's 
Management Proposal encompassed two (2) specific items, namely; 

(i) Electronic Data Processing (Computer) Time - said 
cost encompassing the functions of spares cost, 
planning and status, and 

(ii) Program Management Logistics Personnel - said 
cost encompassing the services of Program Office 
personnel required in direct support of spares 
procurement. 


This Contractor attests to the following re (i) and (ii) above: 


(A) 


The practice of isolating computer and program office 
logistics group personnel for the purpose of establish- 
ing realistic individual item cost(s) was developed 
®^d. implemented during the early stages of spares 
procurement (approx. February 1965) and was under- 
taken presumably on a mutually (Customer/Contractor) 
agreement basis. All costs in these areas have to 
date been collected independent of, and in no way 
conflict with, the cost established for authorized 
spares line item procurement. 



(B) All costs for authorized spares line item procurement 

are compiled in accordance with the procedures and factors 
derived and agreed upon during the reference (b) Negotia- 
tion Conference conducted at this Contractor's facility 
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In connection with the foregoing statements attention is invited 
to the "Flip Chart" presentation given by this Contractor’s 
personnel during the referenced (b) conference, said charts 
having been reproduced and attached hereto: 

• Chart #1 delineates those elements which comprise two (2) 
major cost areas, those which CAN, and those which CANNOT, 
be estimated for each of the individual spares line items- 
It is to be noted that there is no reference to either 
Electronic Data Processing or Program Management costs. 

As stated previously, reference (A) , Program Management 
and computer costs were properly excluded from these 
two (2) major cost areas. The Contractor's reason for 
exclusion was in keeping with the basic and presumably 
w accepted premise that they rightfully constituted a 

third major cost area which would be proposed upon and 
recognized at a future date. 

• Under Chart #1, Area II (Cost which cannot be estimated 
for each line Item) engineering support and manufacturing 
planning and control are entered as elements a and b 
respectively. It is this Contractor's judgement that 
these are the only two (2) areas in which there might 
rest some doubt as to the application or inclusion of 
either spares management or EDP costs. It can be stated 
that these elements or costs, as defined in d etail for 
cognizant audit personnel, do not encompass either spares 
management or EDP nor have either of the following costs 
been collected against these elements. 

"W*' * Flip Chart V lists "Functions of Engineering Support". A1 - 

though the Contractor's purpose in preparing this specific 
chart was to define the tasks performed under the engineer- 
ing support element or cost, and not to attest to the 
validity of the subject proposal. Item No. Ip does bear 
out the fact that program management has been treated 
as an independent function apart from the engineering 
support element or cost. 


As a final item it is to be noted that from the time this Contractor 
first prepared spares cost exhibits for audit review, estimated 
to be during the third quarter of 1965, until the present there 
has not been a single entry for either EDP or program management 
costs, it is the writer' s contention that having prepared cost 


QTATIMTI exhibits for In-excess of 

O I n I IIN I L . , M -n/i /r>nn x. 


of spare parts embracing EMR, 


AGE and MPC/CPC equipments, l z is nighly unlikely that this 
Contractor's costs for EDP and Program. Management Spares Frocure- 
ment totalling approximately $290,000 could have been excluded on 
other than a planned, and here again, presumed to be mutually 
agreeable basis. J 
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In conclusion it is trusted the contents hereof present an accurate 
and concise summation of the Contractor's position on the sublect 
matter. It is trusted that together with the pJevioSsly sSbmi^ed 
reference (a) correspondence, the Contracting Office? Sy be in ' 
a position to completely evaluate this Contractor's management 
proposal for spares procurement effort. 


In the event further 
STATINTL unders igne d or 


information Is required please contact the 


Regards, 


STATINTL 


MOD : vg 
STATINTL cc: 


SPO (Messrs . 
Cognizant Aiknnr 


rersonnei 
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COST OF SPARES 
TWO MAJOR AREAS 


I 


H 


Those elements of cost that 
ca^be estindleJ for each line u&m 
of Spares List . These include ■ 

a. . Shop labor 

k Assenb y Labor 

c. Inspection Labor 

d. Materials 

e. Subcontracts 
x Finishing 

q. Overtime rremium 

Those elements . of cost that 
cannot be. £ shma te d f or each 
line item, these include ■ 

d. Engineering. Support.. r 

b. Manufacturing Planning * Control 

c. Inspection .Services. 

Bulk Typ® 

Travel T 
pAckmci 


e. 

f 


Material s 

and Shipping 
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FocroulcL ~f or Application of thoS£ elements 

of cost that cannot be estimated for 
each line item 


Let Z = Sum of costs, that can be 

£st\mate.d Sir each line ( l em 

(X, i-Xt-i- .+Xn) 

n = nopober of sp dre line items' (indue/ 
45 day lists, u/hzrc applicable). 

V " Sum o-jt costs thst CrihreoT be 
estimated on a line i I sm basis 


J f Y + Fee CZ+ Y) - t ( Total Us Puce of U ) 

-1=7— •= A (factor to be applied to each 
/- line item). 

A a,)'- Sales. Puce •for I st item on list 

A(X. 

A (XnX " tdst 


II II /oflSJ •' 


1 1 1 1 


H • I 




ACXWOAV + A(X>) = Z 
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example of application of fopwlas 

-SPARES LisT * KM' E System ModiJar Spares 

SPARES EisT*40- E System CScL r 5 P ^ 


25X1A 


IK 

Y a 


I + Y + fee( t + Y)- 


25K1A 


25X1 A 
25X1 A 



Major ittfws such as SCL 3 are riot -factored 

2. 45 day lists are factored d? 7W ** frocuncf cor 
MdVwf <?cTo red S1I0QU s ^ With nod Ufa V- Lists, 
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SPARES List I CD *40 Elements of 

£ os t that were not estimate d on a Lne 

item basis • 

X. Eo^i'neerin^ vpport 

4420 boors Administration 
2/»oo hoors Eh^ineenn^ 

t.820 hours 

IX Manufacturing Support 


Cost 


7,9^0 hours 
80 hours 
1,300 hours 
300 hours 


MPC 

Keceii/iiM JnSPecTiovi 
Inspect**' Services 
Tftelcwvj i Shipping 


25X1A 


9,5*80 hours 

t 

"Bolk Male na.fi 


cut 


"Er,/ Cdt 


25X1 A 


25X1 A 
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FUNCTIONS Of El\|0 NEERINC SUPPORT 


I. P -o cur* merit of certain Subassemblies £. 

v|/7obrs. This effort includes the P/aam of 
Jr e i re 9V ,SI Tons y nooniToriinq of vendors anc 

-y©H<* 


qy 

x f- 


1 H 0n, r 0r ' h a ^ effort teim perG*.,**} L, 
nanufacTocim \mcludin<. issuance of To 

orlops and schedule -pjl/oit/ up. 

5. SoloT.* of technical -problems arjsiwq dan w« 
'Vie manufacturing and Testtnc of Spans 

•T Maintain | \c3 1 SoV> VJ i IK T-oq irat/i 1M aviaQcwient 

To affect changes m Spares orders . 


5. Cost" and 
E f f ort . 


Seined ule Control 
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FUNCTIONS OP MANUFACTURING SUPPOtf 

I. MFC- " iThifia Tun 3tkJ -fojjou)- uy> ov\ Q.H lurch fire 

Tfe^oisi+»©ns and Shop Orders: . Cost <9nd 

ScWd o le Coni* ro\ -Coir 

^ 4 -forT wdinfa b y This ^ roup. 

Z. ^ecewnr^ IriS'peciioiv -XnCbmiry^ Xn^ectwh oV^ 
all bo IK "Type iTemS ^vocoRed. 

3- ittS'pection Services- Maintenance o£ vendor 

Quality. SZnclvdes travel d* var/ous vendors 

>r qualify Surveillance and inspection . 


pOl 


^ • Tackw^ ^ Shipping' T^AciC^<j o^a(( Spares fferws 

S^*r SkViip^tn^, Shipping Charges c 9 re not 
included. 


5. 13 o Ik Mfl leruls- CerTdm Types* ©£ nn’teriab 039i¥e 1” 

be Jj~*ed on individual ^pdres ftems 

3Vid are <|u«Teci here. *TT»s mcLunes ittmJ 

S uch as ; Epoxy, palrit , /a/JC, rivcTs p yarn/sh, 
Wire } ? 3 leevm^ , erfe. 


v t • 

i •*.; -* ' 


.L' 




>ri 


<r.;: 

*r* ••■; 


i / - 




v*i# • * 
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PARES TIME PHASING CHART 


4928 

PROPOSAL 

49 Z 8 

Buy 

49 ZS 

FAB. 


D*3 




D S 


J>6 


7 


_p-6 


1964 


A M J J 


A S 0 N 


D J F M 


W- 


AMJ J 


1965 

A S 0 N 


— £ 




RACED 


1966 


DJ FM 


A M J J 


note : % COMAL. AS 3 - 11-65 

X >-3 75 % 

> 4 - 65 % 

t >-5 55 % 

D-fe 45 % 

_D -7 35 % 

£-8 2 . 5 % 




REMARKS 


START 3-11-65 
COf*\pL. 7- IZ-6S 

START* A *5-65 
OPEN 


57**r 6-M-65 
COMPi. O PE Nl 


(TOM PA 7-/Z-65 
COW 3-13-65 
COMPl 10-4-65 

ftW M -64 


._T| I f f' 


" .111 




MAI " --'4 



A&’~ 
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SURVEY' OF PROTECT 1042 

ff ST57TI1 MENU FAS TURING- 


46 ITEMS SUFVEYFP 

Totd Quantity of these item Eocorej 8,085 
Total Quantity of these: items Re^reJ 0,8 /C 


Bafantz 
Residual Remain ir% m stock 
Pavts U 1 1 1 i 2.nd 


1,187 

388 

7QQ 
i , ' ,/ 


MJMad - 799 __ nil shrwfeye used 

Reqyire.ma.rfts GSlt> 
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SURVEY OF 

PROTECT W8 



SPARES LISTS 1(E) *40 


bQ 

ITEMS. 

SURVEYED 


Total 

1 Quaint it y 

of these item ftocured 

■f, w 

Toti 

Quant \ty 

o£ these Pc ouifGcl 

4, 047 


Balance 

733 

I'Ve s id 

ua 1 Stoc 

k Pe.wa.\vuv)g 

4 U 

Pd^ts 

Utili 

z ed 

367 

W Pa.rts Utila e JH 

71 Z 5ViV)kaje o sec/ 


Note- Jot 

3s 

Tot 

in process, Hove, usza^e A v/ttci patted 
nOa^or cSssehL l^s 6.e. tic.) have 

yell ”tes1e.cl . 

' * 
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